INTRODUCTION
At present, the short-term finance is considered as the most important aspect in managing financial resources of all business. This is also known as working capital (WC), which is defined as the balance between current assets (CA) and current liabilities (CL) (Parks & Pike, 1984) . Working capital is customarily divided into two categories, gross working capital and net working capital. Gross working capital is the sum of all current assets, while net working capital is the difference between current assets and current liabilities. Current assets include all those assets that in the normal course of business return to the form of cash within a short period of the time, normally within one year. Current liabilities include all liabilities settle within short period of time (Rahman & Nasr, 2007) . Singh and Kumar (2013) also found that the short-term finance is being successfully employed in the industrial practice.
Management of working capital (MWC) is another important aspect in finance, which plays an important role in every business entity. MWC is concerned with the problem that arises attempting to manage CA and CL and interrelationship between them. MWC is a very important component of corporate finance, because it directly affects the company's performance (Deloof, 2003) . The need for maintaining an adequate working capital can hardly be questioned. Just as circulation of blood is very necessary in the human body to maintain life, the flow of fund is very necessary to maintain business. If it becomes weak, the business can hardly prosper and survive (Refuse, 1996) . This statement emphasizes the importance of WCM to a business for their survival. The ultimate objective of any firm is to maximize the profit. But preserving liquidity of the firm is an important objective too. The problem is that increasing profits at the cost of liquidity can bring serious problems to firm. Therefore, there must be a tradeoff between these two objectives of the firm. One objective should not be at cost of the other, because both have their importance.
According to the literature, WCM has a direct impact on firm and market performance of the companies. Most research studies emphasize that efficient management of working capital leads to maximizing the profit and shareholders' wealth of the company. Since WCM is best described by CCC, it is very important to identify the impact on CCC and each component in CCC (SHP, DCP & CSP) to profitability and shareholders' wealth (Bana Abuzayed, 2013) . CCC means the decision about how much to invest in customers and inventory accounts and how much credit is accepted from the suppliers. Most researchers employed CCC and its components (SHP, DCP & CSP) as main proxies in WCM (Abuzayed, 2010 Kodithuwakku, 2015) . In addition to that, investment in current assets (CA) from total assets (TA) also has influence on working capital management. This is called working capital policies employed by the companies. Theoretically company can adopt such three working capital policies as aggressive, moderate and conservative policies based on financial and investment strategies (Bandara & Weerakoon, 2015) . Bana Abuzayed (2013) emphasized that selection of best working capital policy is a good implication to increase not only profitability, but also the shareholders' wealth of the companies. As it is significant in selecting this working capital policy, this is going to be tested as an explanatory variable in this study. According to the literature, other market indicators also have influence on the profitability and shareholders' wealth of the companies. For identify, these effects most studies examine the firm size (SIZE), Leverage (LEV), Sales growth, CAR employ as proxies to represent the other indicators.
Based on their findings, most researchers found the significant negative relationship between CCC and profitability (Deloof, 2003; Rahuman & Nazr, 2007 , Garcia-Teruel & Solana, 2007 Kodithuwakku, 2015) . But some researchers found contradicting result that there exists a positive relationship between CCC and profitability (Bana Abuzayed, 2010; Don & SU, 2012). Each component in CCC behaves in a different way (positively or negatively) with the profitability. Bana Abuzayed (2010) found that there is a significant negative relationship between CCC and market performance, while Vural and Shokmen (2012) state that there is no relationship between main component in CCC and market performance. Shin and Sonen (1998), Dellof (2003) , Raheman and Nazr (2007) reveal that aggressive working capital policy enhances the performance of the companies. But Nazir and Afza (2009) found that conservative working capital practice enhances the performance of the businesses. The studies of WCM and its impact on firm performance and market performance do not provide consistent result. Other market indicators also significantly affect firm and market performance. Most studies show that size of the firm positively affects the performance (Gracia-Teruel & Martinez-Solano, 2007; Paris & Gama, 2015) . LEV of the company also significantly affects the performance of the companies, However, the findings are not in line with the previous studies, because some studies found that increasing the leverage leads to higher profitability (Teruel & Solano, 2007; Paris & Gama, 2015) , while some studies reveal that low leverage causes higher profitability (Fama & French, 2002) .
After reviewing the literature, this study examines whether WCM of listed companies in Colombo Stock Exchange (CSE) in different sectors has impact on profitability and shareholders' wealth. This is the first study investigating the impact of WCM on both shareholders' wealth and profitability of multi-sectors in Sri Lanka. To analyze the problem, the following objectives were developed in this study:
• to identify the impact on different components of WCM on profitability of the companies;
• to identify the impact on different components of WCM on shareholders' wealth of the companies.
Section one reviews the literature on WCM and its impact on profitability and shareholders' wealth. Section two presents the sample, variables and research methodology used for the study. Section three highlights the data analysis, discussion and results. Finally, last section draws the conclusion.
LITERATURE REVIEW
The literature has identified the impact of WCM on firm profitability, shareholders' wealth and working capital policies employed by the companies. Most researchers examined WCM and its impact on firm profitability. Very limited studies examined the impact of WCM on profitability and shareholders' wealth. Main working capital components such as CCC, DCP, SHP and CSP were used as independent variables in most studies, and different relationships were found as their major findings. Dellof (2003) examined the impact of WCM on firm profitability using large sample of 1009 large Belgium non-financial companies during the period of 5 years from 1992 to 1996. He found a significant negative relationship between GOP and components the CCC. Based on his findings, he suggested that managers can make value for their shareholders by decreasing the number of days of receivables and inventories. He also found the negative relationship between profitability and accounts payable, which shows that less profitable companies take more period to settle their payments.
In Pakistan context, Rahman and Nasr (2007) selected a sample of 94 Pakistani companies listed on the Karachi Stock Exchange for a period of 6 years from 1999 to 2004 to examine the relationship between WCM and profitability. The results of this study showed that there was a strong negative relationship between WCM and profitability of the companies. Besides, they also showed a positive relationship between the size of the company and profitability. Further, they revealed that there is a significant negative relationship between debt used by the firm and its profitability. Padachi (2006) discussed the trends of WCM and its impact of performance of the firms using 58 small manufacturing firms in India from 1998 to 2003. According to result of this study, he found the significant relationship between WCM and profitability of the business. Further, study found that high investment in inventories and receivables is related with lower profitability.
In Sri Lankan context, Kodithuwakku (2015) examined the relationship between working capital management and profitability of manufacturing companies in Sri Lanka from 2008 to 2012 using 20 manufacturing companies listed on CSE. The study found a strong negative relationship between the profitability and CCC, a positive but relationship between profitability and CSP. Moreover, this study reveals that the financial leverage, sales growth, firm size also have a significant impact on profitability of the manufacturing companies in Sri Lanka. Bana Abuzayed (2010) investigated the WCM in both accounting and market value of 98 companies of Amman Stock exchange from 2003 to 2008. Firm value has been calculated using gross GOP & market value expressed by TQ. The study found that profitability is positively affected by the CCC. In addition to that, he found a significant negative relationship between shareholders' wealth and CCC. Finally, the study found that more profitable firms have less inspiration to manage their working capital.
Vural and Shokmen (2012) studied the impact of WCM on firm's performance using 75 manufacturing companies listed on Istanbul Stock Exchange for 2002 to 2009. Firm performance was measured using profitability and shareholders' wealth of the firm. They revealed that there is a significant negative relationship between average DCP and CCC. Leverage as a control variable has a significant negative relationship with firm value and profitability of the firms. According to their analysis, they found that there is a positive relationship between CCC and firm value, while there is a negative relationship between leverage and firm value.
Perera and Wickremasighe (2010) surveyed the WCM practices of manufacturing sector companies in Sri Lanka and they observed that there is a lack of survey based investigation in WCM practices, particularly in Sri Lanka. It is observed that most of the manufacturing companies in Sri Lanka do not have formal policy in managing WC and WCM practices are affected by growth and profitability of the manufacturing companies.
Afza and Nazir (2007) examined the relationship between the working capital policies and profitability and shareholders' wealth using seventeen industrial companies listed on Karachi Stock Exchange from 1998 to 2003. The study showed that profitability and shareholders' wealth are increased by aggressive working capital policy.
Studying the previous literature, the showed study that there are a very few studies available to examine the impact of WCM on shareholders' wealth in both international and local context. In the local context, all studies relating to WCM are focused on manufacturing sector companies. Companies in other sectors are neglected and this study is focused on fulfilling these research gaps. Table 1 represent the selected sample for the study with their percentage. The sample was selected from different sectors in the economy avoiding finance sector, real Estate, hotel and travelling and service rendering businesses from the sample due to the specific nature of their activities. Even though 108 companies were registered in the selected sample at the end of year 2016, only 50 companies were selected based on the data availability for all variables for the period 2010-2015. Since 8 firms are outliers for more than one period, they have dropped from the sample. This sample represents 47% of the listed companies in the selected sectors. The following table shows respective percentage representation of selected companies of these sectors. 
SAMPLE AND METHOD

Sample and sampling procedure
Variables
According to the literature on working capital management, the studies have recognized different variables in order to determine the impact on firm profitability and shareholders' wealth of the companies. The study aims at discussing these variables under three categories such as dependent variable, explanatory variables and control variables.
Dependent variable is the variable being tested and its value is determined by the other variables in the relationship. This study includes two dependent variables, which are gross operating profit and Tobin's Q ratio. 
Operationalization of variables
Regression models and analysis of data
The models are going to be developed using econometrics' models. Two dependent variables are going to be tested using five explanatory variables and three control variables. In this study, models are developed to test the explanatory variables independently (one by one) with control variables in order to avoid multicollinearity effect influence on the regression. Based on the hypothesis developed, the following regression models were derived to analyze the data.
The following five models are constructed to analyze the effect of working capital management on firm profitability: The above five models examine the hypotheses in alternative forms:
H 0 : There is no relationship between GOP and major component in WCM.
The effect of shareholders' wealth of the company is analyzed usin the following models: 
RESULTS AND DISCUSSION
Descriptive statistics
As per above mentioned descriptive analysis ( The maximum time period to settle the suppliers is 139 days and minimum only one day. According to these statistics, these companies suffer in cash flow problems, since they pay their creditors in less time than the time given to debtors to settle their balances. Current asset ratio indicates 45% average figure and it volatility is 20%. This implies that nearly half of total assets is represented by current assets. The maximum amount is 95%, while minimum represents only 6%. This ratio reveals that the companies included in the sample use both aggressive policy and conservative policy, most companies tend to use moderate working capital policy.
Correlation matrix
Pearson correlation coefficient is a measure used to calculate the degree of association between two variables. But this measurement can be used only when there is a linear relationship between two variables under consideration. Table 4 provides the Pearson correlation coefficient for the pairs of variables in the study. This correlation matrix helps the researcher to identify the multicollinearity effect between two variables. Field (2005) suggested that multicollinearity becomes a problem only when the correlation coefficient exceeds 0.8.
The result in Table 3 shows the none of the correlation between independent variables exceeds these threshold values. The result of analysis shows only two highest value correlations between CCC with SHP and DCP. The coefficient value is 0.7787 and 0.6569, respectively, but less than 0.80. According to the result of regression analysis, the coefficient has positive value.
There is a relationship between all independent variables with both dependent variables, except creditors' settlement period and leverage of the company, even though the result of correlation matrix is not in line with the result deriving from regression analysis. This contradictory situation was observed not only in this study, but also in other studies. Some study indicates this situation in one or two variables and the study done by This is a questionable situation that completely different result is given in the same study in different evaluation methods. This is not a surprise, because the limitations in the correlation matrix were already identified by the researchers. One limitation of Pearson correlation matrix is that it does not provide assistance in identifying causes from the consequences (Deloof 2003). He further emphasize that care must be exercised while interpreting the Pearson correlation coefficients, because they cannot provide a reliable indicator of association in a manner, which controls for additional variables. In other words, correlation analysis does not consider each variables correlation with all other independent variables, since simple correlation analysis does not provide reliable indicator of association between the variables, thus, researcher develops regression model. As in this situation, our main analysis will be derived from regression models, estimated using fixed or random effect framework and OLS method. Table 5 provides the result of OLS method and panel data analysis. Based on the result of OLS method, it does not provide any significant result for main variables except current assets ratio. In addition to that, the explanatory power of the variables is very poor. R-square represents the explanatory power of the model. Therefore, the result of OLS analysis is not going to be interpreted. But the result derived from panel data analysis shows the powerful significant relationship between dependent variables and explanatory variables. Since CCC is the comprehensive measure of checking the efficiency, this can emphasize that increased efficiency of the firm leads to higher profitability of the business. The significant positive relationship indicates the current asset ratio. The relationship is highly significant, since 0.01. P < This emphasizes that increase in the current assets of the businesses to total assets ultimately creates higher profit. It means conservative working capital policy is more preferred in Sri Lankan companies.
Regression analysis
WCM and its impact on profitability
Firm size and earning yield as the control variables indicate a significant positive relationship with profitability of the company. The P-value of firm size and earning yield indicate probability less than 0.05 percent. It is interpreted that when the size of the firm increases (represented by natural logarithm of sales), it will lead to increased profit of the firm. Though the leverage negatively affects the profitability, the relationship is not significant in all five models. The first four models imply high explanatory power (R 2 ) under panel data analysis around 70%. Table 6 provides the result of OLS and panel data analysis. Based on the result of OLS method, it does not provide any significant result for main variables except current assets ratio. But firm size indicates a significant negative relationship with the shareholders' wealth, while leverage indicates significant positive relationship with the shareholders' wealth. The explanatory power of the regressions is very poor and less than 10%. Therefore, the result of OLS analysis is not going to be interpreted. But the result of panel data analysis shows the significant relationship between dependent variable and independent variables except earning yield.
WCM and its impact on shareholders' wealth
This regression analysis is run using a transformation employed into dependent variable. Inverse value of Tobin's Q is used to run the regression. Inverse means the relevant figure divided by one (1/ Tobin's Q). The result of that figure gives an inverse relationship with the independent variable. Therefore, in the time when interpreting the result, the researcher has to pay more attention to the sign of the coefficient. This sign of the coefficient should be reversed to get the actual result.
In order to get the result of analysing the impact of WCM on shareholders' wealth of the firm, five regression models were employed. Four regression models give a significant result except CSP.
The model 1 indicates that the coefficient of SHP is 0.0008 and P-value is 0.0182. This is significant, because 0.05 P < level. It implies that if SHP increases in one day, value of the firm will be decreased by 0.0008 percent. This means the efficiency management of stock (reduce the stock holding period) leads to increased value of the firms. This means that investing more in the current assets compared to total assets increases the value of the firm. This emphasizes that if a company follows the conservative working capital policy, it leads to increased market value of the business. Notes: *** Statistically significant at 1%; ** statistically significant at 5%; ** statistically significant at 10%. SHP: stock holding period; DCP: debtors collection period; CSP: creditors settlement period; CCC: cash conversion circle; CAR: current assets ratio; LEV: leverage; SIZE: ln sales; LEV: leverage.
Firm size and leverage as the control variables indicate a significant relationship with market value of the company. Considering the control variables (firm size and leverage), P-value of all five models indicate that firm size, P < .01 is highly significant and leverage < 0.05 is significant. It is interpretIed that small firms can enhance their value more than large firms controlling the working capital component. Considering the leverage, there is a significant positive relationship. It implies that firm can increase the value of the business by increasing the leverage of the firm (employing more debt capital compare to equity capital). The regression models represent strong explanatory power, because adjusted R 2 of all 5 models indicates around 60% of explanatory power.
CONCLUSION
This study is going to test the impact of WCM on profitability and shareholders wealth of different sector companies using five years (2010-2015) data set with 50 companies. To achieve this objective, hypotheses were created for all variables and were built up for ten regression models analysis. Data the were analyzed using both OLS method and panel data method. Since OLS model does not provide strong result, OLS results were not interpreted. The results received from panel data analysis were employed to get the conclusion.
Based on the findings of panel data analysis, we observed that there is a significant negative relationship of SHP, DCP and CCC with both firm profitability measured by GOP and shareholders' wealth measured by TQ. This implies that company can increase both profitability and shareholders' wealth by increasing the efficiency of the businesses. It was further revealed that the most suitable working capital policy for Sri Lanka is conservative policy. Company size also significantly affects both profitability and shareholders wealth of the companies. Company size which is measured using firm size positively affects the company, while negatively affects the shareholders' wealth. This implies that small scale businesses have high value of share compared with large scale of businesses. The study shows that companies can increase both shareholders' wealth and profitability by improving the efficiency of working capital management.
